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] . U.S. Department of Housing OMB Approval No. 2502-0598
Subordination Agreement - and Urban Development {Exp. 04/30/24)

Public Office of Housing

Public Reporting Burden for this collection of information is estimated to average 0.5 hours per response, including the time for
reviewing instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing
the collection of information. Response to this request for information is required in order to receive the benefits to be derived. This
agency may not collect this information, and you are not required to complete this form unless it displays a currently valid OMB contro
number. While no assurance of confidentiality is pledged to respondents, HUD generally discloses this data only in response to a
Freedom of Information Act request.

Warning: Federal law provides that anyone who knowingly or willfully submits {or causes to submit) a document containing any
false, fictitious, misleading, or fraudulent statement/certification or entry may be criminally prosecuted and may incur civil
administrative lighility. Penalties upon conviction can include a fine and imprisonment, as provided pursuant to applicable law, which
includes, but ir ot imited to, 18 U.S.C. 1001, 1010, 1012; 31 U.S.C. 3729, 3802, 24 C.F R. Pants 25, 28 and 30, and 2 C.F.R. Paris

180 and 2424.

Project Name: 43 Green Phase |l ;
HUD Project No: 071-35960

THIS SUBORDINATION AGREEMENT ("Agreement") is entered into as of

the_1st day of June, 2023 by and ameng (i) BELLWETHER ENTERPRISE REAL
ESTATE CAPITAL, LLC, an Ohio liruted liability company ("Senior Lender"), (i)
CITY OF CHICAGQ, ILLINOIS, an lllindis rwunicipal corporation ("Subordinate
Lender"), and (ii) 43RD AND PRAIRIE FHIASE Il LP, a Delaware limited
partnership ("Borrower").

Recitals

WHEREAS, Borrower is the owner of that certain 80 unit residential rental
development known as "43 Green Phase II" ("Project"), located.in Chicago, Cook
County, lllinois. Senior Lender has made or is making the senicr nioitgage loan as
described on Schedule A hereto to Borrower in the original principal ainount(s) as
shown on Schedule A, evidenced by the Note described in Schedule £ ("Senior
Note"), and secured by, among other things, the Security Instrument as Jescribed
in Schedule A {collectively, "Senior Security Instrument”), covering the propadty
described in Exhibit A attached hereto together with all improvementsthereon
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and personal property used relative thereof, all as more particularly described in the
Senior Security instrument (“Mortgaged Property").

WHEREAS, Borrower has requested Senior Lender to permit Subordinate
Lender to make a subordinate loan to Borrower in the amount of $6,500,000.00
("Subordinate Loan"), pursuant to the Subordinate Loan Documents as defined
below, and secured by, among other things, a mortgage lien against the Mortgaged

Property.

WHEREAS, Senior Lender, with the approva! of the U.S. Department of Housing
and Urban Development (“HUD"), has agreed to permit Subordinate Lender to make the
Subordinate {.oan and to place a subordinate mortgage lien against the Mortgaged
Property subizct to all of the conditions contained in this Agreement and in accordance
with Program Otligations. “Program Obligations” means (1) all applicable statutes
and any regulaitonis issued by the Secretary pursuant thereto that apply to the Project,
including all amendnients to such statutes and regulations, as they become effective,
except that changes subject to notice and comment rulemaking shall become effective
only upon completion uf the rulemaking process, and (2) all current requirements in
HUD handbooks and guides; rotices, and mortgagee letters that apply to the Project,
and all future updates, changes and amendments thereto, as they become effective,
except that changes subject to nctine,and comment rulemaking shall become effective
only upon completion of the rulemakirg process, and provided that such future updates,
changes and amendments shall be app!izable to the Project only to the extent that they
interpret, clarify and implement terms in this’/Agreement rather than add or delete
provisions from such document. Handbooks,-guides, notices, and mortgagee letters are
available on HUD's official website: Handbooks, guides, notices, and mortgagee letters
are available on "HUDCLIPS," at www.hud.gov.

NOW, THEREFORE, in order to induce Senior Lenderia permit Subordinate
Lender to make the Subordinate Loan to Borrower and to place 2 subordinate mortgage
lien against the Mortgaged Property, and in consideration therect, Senior Lender,
Subordinate Lender and Borrower agree as follows:

1. Definitions.

In addition to the terms defined in the Recitals to this Agreement, for purroses of
this Agreement the following terms have the respective meanings set forth below:

(@) "Affiliate” is any person or business concern that directly or indirectly
controls policy of a principal or has the power to do so is an affiliate. Persons
and business concerns controlled by the same third party are also affiliates.

(b) "Bankruptcy Proceeding" means any bankruptcy, reorganization,
insolvency, composition, restructuring, dissolution, liquidation, receivership,
assignment for the benefit of creditors, or custodianship action or proceeding
under any federal or state law with respect to Borrower, any guarantor of any of
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the Senior Indebtedness, any of their respective properties, or any of their
respective partners, members, officers, directors, or shareholders.

(¢) "Borrower" means all entities identified as "Borrower" in the first
paragraph of this Agreement, together with any successors, heirs, and assigns
(jointly and severally). Borrower shall include any entity taking title to the
Mortgaged Property, whether or not such entity assumes the Senior Note,
provided that the term "Borrower" shall not include Senior Lender in the event
that Senior Lender may acquire title to the Mortgaged Property. Whenever the
term “Borrower” is used herein, the same shall be deemed to include the obligor
of the debt secured by the Senior Security Instrument.

(d} "Business Day" means any day other than Saturday, Sunday or any
othzrday on which Senior Lender or HUD is not open for business.

‘¢) "Covenant Event of Default" is defined in the Senior Security
Instrumeri.

(f} "En%it¢" means an estate, trust, partnership, corporation, limited liability
company, limited Lability partnership, governmental department or agency or any
other entity whicii has.the lega! capacity to own property.

(g} "Monetary cvent of Default" is defined in the Senior Security
Instrument.

{(h) "Non-Project Sour.es" means any funds that are not derived from
Project Sources.

(i) "Project Sources" means the Mortgaged Property (as defined in the
Senior Security Instrument), any proceeds of the Senior -Indebtedness, and any
reserve or deposit made with Senior Lencer'er any other party as required by
HUD in connection with the Senior Indebtedness:

(i) "Senior Indebtedness" means all preseriand future indebtedness,
obligations, and liabilities of Borrower to Senior Lender under or in connection
with the Senior Loan Documents.

(k) "Senior Lender" means the Entity named as such i the first
paragraph on page 1 of this Agreement, its successors and agsigns.

() "Senior L.oan Documents” means the Senior Note, the Serior
Security Instrument, and the Regulatory Agreement between Borrowzrand HUD,
as such documents may be amended from time to time and all other decurments
at any time evidencing, securing, guaranteeing, or otherwise delivered in’
connection with the Senior Indebtedness, as identified in Schedule A.

(m) "Senior Security Instrument Default” means a "Monetary Event of
Default" or a "Covenant Event of Default” as defined in the Senior Security
Instrument.

(n) "Subordinate Indebtedness" means all present and future
indebtedness, obligations, and liabilities of Borrower to Subordinate Lender
under or in connection with the Subordinate Loan or the Subordinate Loan
Documents.
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(0) "Subordinate Lender" means the Entity named as such in the first
paragraph on page 1 of this Agreement.

(p) "Subordinate Loan Documents" means the Subordinate Note, the
Subordinate Mortgage, and all other documents at any time evidencing, securing,
guaranteeing, or otherwise delivered in connection with the Subordinate
Indebtedness, as identified in Schedule B. The terms Subordinate Note and
Subordinate Mortgage are defined in Schedule B.

(q) "Subordinate Loan Enforcement Action” means the acceleration of
all or any part of the Subordinate Indebtedness, the advertising of or '
commencement of any foreclosure or trustee’s sale proceedings, the exercise of
anv-power of sale, the acceptance of a deed or assignment in lieu of foreclosure
or saie. the collecting of rents, the obtaining of or seeking of the appointment of a
receive:, the seeking of default interest, the taking of possession or control of any
of the Norigaged Property, the commencement of any suit or other legal,
adminisuatize, or arbitration proceeding based upon the Subordinate Note or any
other of the Suberdinate Loan Documents, the exercising of any banker's lien or
rights of set-off or' recoupment, or the taking of any other enforcement action

_ against Borrowei, any other party liable for any of the Subordinate Indebtedness
or obligated under anv ¢of the Subordinate Loan Documents, or the Mortgaged
Property.

(r) "Subordinate Mcrt/jage Default” means any act, failure to act, event,
conditions, or occurrence which zllews (but for any contrary provision of this
Agreement), or which with the givisg of notice or the passage of time, or both,
would allow (but for any contrary provision of this Agreement), Subordinate
Lender to take a Subordinate Loan Enforcement Action.

(s) "Surplus Cash" is defined heraiii ta mean the same as that termis
defined in the Regulatory Agreement between Sairower and HUD.
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2. Permission to Place Mortgage Lien Against Mortgaged
Property.

Senior Lender consents, subject to the provisions of this Agreement, to permit
Subordinate Lender to record the Subordinate Mortgage and other recordable Subordinate
Loan Documents against the Mortgaged Property (which are subordinate in all respects to
the lien of the Senior Security Instrument) to secure Borrower's obligation to repay the
Subordinate Note and all other obligations, indebtedness and liabilities of Borrower to
Subordinate Lender under and in connection with the Subordinate Loan. Senior Lender
agrees that the existence of the Subordinate Loan does not create a basis for default of
the Senior Indebtedness. Such consent is subject to the condition that each of the
represent2iions and warranties made by Borrower and Subordinate Lender in Section 3
are true and nerrect on the date of this Agreement and on the date on which the proceeds
of the Subordinaie Loan are disbursed to Borrower, If any of the representations and
warranties mad< by Borrower and Subordinate Lender in Section 3 are not frue and
correct on both of those dates, the provisions of the Senior Loan Documents applicable to
unpermitted liens on the Mortgaged Property shall apply.

3. Borrower's anu Subordinate Lender's Representations and Warranties.

Borrower and, with respeci-to-3ubsections (a) through (d) below, Subordinate
Lender each make the following reptesentations and warranties to Senior Lender:

(a) Subordinate Loan Docunients. The Subordinate Loan is evidenced
by the Subordinate Note and is secured by the Subordinate Mortgage.

(b) Terms of the Subordinate Loa:i. The original principal amount of
the Subordinate Note is $6,500,000.00. Interest on the Subordinate Note accrues
monthly at the rate of zero percent (0)% per annum.~The Subordinate Note is
due and payable in full on July 1, 2065, ("Maturity").. The Maturity term of the
Subordinate Note does not end before the maturity termi of the Senior Note,
unless the Subordinate Note is forgivable as set forth below.and Borrower
satisfies all requirements in the Subordinate Loan Documenis taresult in the
Subordinate Note being eligible for forgiveness. The principal oi the-Subordinate
Note will have a balloon principal payment of $6,500,000.00 due at Maturity. The
promissory note evidencing the Subordinate Note obligates Borrower to make
payments as follows - The entire principal balance outstanding, togetherwich any
interest and other sums due is due and payable in full at Maturity, subject to
Section 3(c) immediately below.

(¢) Required HUD Language in Subordinate Note. The Subordinate
Note contains or incorporates the following provisions:
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“As long as HUD is the insurer or holder of the Senior Note (as
such term and other capitalized terms are defined in the form
Subordination Agreement, HUD-92420M) on FHA Project No.
071-35960, the following provisions (“HUD Provisions”) shall be
in full force and effect:

(1)  any payments due under the Subordinate Note shall be
payable only (i) Surplus Cash of the Project; but in no event greater
than seventy- five percent (75%) of the total amount of Surplus Cash;
or (ii} from monies received from Non-Project Sources. In no event
may payments due under all subordinate debt of Maker -
cumulatively exceed 75% of available Surplus Cash. The restriction
on payment imposed by this paragraph shall not excuse any default
caused by the failure of the Borrower to pay the indebtedness
gvidenced by the Subordinate Note;

(27 po prepayment of the Subordinate Note shall be made until
after finzi £ndorsement by HUD of the Senior Note, unless such
prepaymentis made from Non-Project Sources and is approvedin
writing by HUD

(3)  this Subordircic Note is non-negotiable and may not be sold,
transferred, assignea, or pizdged by the Subordinate Lender except
with the prior written approya!l of HUD;

(4)  INTENTIONALLY OMIiTED:

(5} Maker hereby waives presentriont, demand, protest and
notice of demand, protest and nonpayment of this Subordinate Note;

(6)  the terms and provisions of this Subordirate Note are also for
the benefit of and are enforceable by HUD againstany party hereto,
their successors and assigns. This Subordinate Noie may not be
modified or amended without the written consent of HuUD;a~d

(T}  in the event of any conflict between the terms of the

Subordinate Note and the HUD Provisions, the terms of the HUD
Provisions shall control.”
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(d) Relationship of Borrower to Subordinate Lender. Subordinate
Lender is not an Affiliate of Borrower.

{¢}  Subordinate Loan Documents. Borrower certifies that the executed
Subordinate Loan Documents are substantially in the same forms as those submit-
ted to, and approved by, HUD prior to the date of this Agreement. Upon execution
and delivery of the Subordinate Loan Documents, Borrower shall deliver to Senior
Lender an executed copy of each of the Subordinate Loan Documents, certified to
be true, correct and complete.

(f Senior Loan Documents. The executed Senior Loan Documents
are the-same forms as approved by HUD prior to the date of this Agreement. Upon
execution and delivery of the Senior Loan Documents, Borrower shall deliver to
Subordirate |ender an executed copy of each of the Senior Loan Documents,
certified to be rue, correct and complete.

4, Deliveries.

Borrower shall subvnit the following items to Senior Lender and HUD at
closing or not later than ten (1Q) Business Days after the date of the initial
disbursement of proceeds o1 ire Subordinate Loan:

(a)  Title Evidence. Evidence of title (title policy or title policy
endorsement, as appropriate) insuring-the lien of the Senior Security Instrument
which insures that (i} the lien of the Subuirinate Mortgage is subordinate to the
lien of the Senior Mortgage, and (ii) this Agreeient has been recorded among
the applicable land records.

(b) Loan Documents. A complete set of the Subordinate Loan
Documents, including this Subordination Agreement.

5. Terms of Subordination.

(a) Agreement to Subordinate. Senior Lender and Subcrdiniate Lender
agree that: (i) the indebtedness evidenced by the Subordinate Loan Dccrients is
and shall be subordinated in right of payment, to the extent and in the manne:
provided in this Agreement, to the prior payment of the indebtedness evidencec by
the Senior Loan Documents, and (i) the Subordinate Mortgage and the other
Subordinate Loan Documents are and shall be subject and subordinate in all
respects to the liens, terms, covenants and conditions of the Senior Security
Instrument and the other Senior Loan Documents and to all advances heretofore
made or which may hereafter be made pursuant to the Senior Security Instrument
and the other Senior Loan Documents (including but not limited to, all sums
advanced for the purposes of (1) protecting or further securing the lien of the Senior
Security Instrument, curing defaults by Borrower under the Senior Loan Documents
or for any other purpose expressly permitted by the Senior Security Instrument, or
(2) constructing, renovating, repairing, furnishing, fixturing or equipping the
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Mortgaged Property).

(b)  Subordination of Subrogation Rights. Subordinate Lender agrees
that if, by reason of its payment of real estate taxes or other monetary obligations of
Borrower, or by reason of its exercise of any other right or remedy under the
Subordinate Loan Documents, it acquires by right of subrogation or otherwise a lien
on the Mortgaged Property which (but for this subsection) would be senior to the
lien of the Senior Security Instrument, then, in that event, such lien shall be subject
and subordinate to the lien of the Senior Security Instrument.

(c) Payments Before Senior Security Instrument Default. Until
Sukordinate Lender receives a default notice of a Senior Securnity Instrument
Defau’.from Senior Lender, Subordinate Lender shall be entitled to retain for its
own account all payments made under or pursuant to the Subordinate Loan
Docume: ts provided that such payments are otherwise permitted under the terms
of this Agreenient,

(d) Payments After Senior Security Instrument Default. Borrower
agrees that, after it receives notice (or otherwise acquires knowledge) of a Senior
Security Instrument Defauli, it will not make any payments under or pursuant to the
Subordinate Loan Documents-{including but not limited to principal, interest,
additional interest, late paymeittcharges, default interest, attorney's fees, or any
other sums secured by the Suborznate Mortgage) without Senior Lender's prior
written consent. Subordinate Lender 2grees that, after it receives a default notice
from Senior Lender with written instructions directing Subordinate Lender not to
accept payments from Project Sources o a¢count of the Subordinate Loan, it will
not accept any payments under or pursuant's the Subordinate Loan Documents
(including but not limited to principal, interest, ac'ditional interest, late payment
charges, default interest, attorney's fees, or any uther sums secured by the
Subordinate Mortgage) unless either (i) such payment.is neing made solely from
Non-Project Sources or (i) such payment is made with Sznior Lender's prior written
consent. If Subordinate Lender receives written notice from'Senior Lender that the
Senior Security Instrument Default which gave rise to Subordinate _ender's
obligation not to accept payments has been cured, waived, or otierwize suspended
by Senior Lender, the restrictions on payment to Subordinate Lender in'this Section
5 shall terminate, and Senior Lender shall have no right to any subsequein
payments made to Subordinate Lender by Borrower prior to Subordinate Lender's
receipt of a new default notice from Senior Lender in accordance with the
provisions of this Section 5(d).

(e)  Remitting Subordinate Loan Payments to Senior Lender. If, after
Subordinate Lender receives a default notice from Senior Lender in accordance
with subsection (d) above, Subordinate Lender receives any paymenis under the
Subordinate Loan Documents (other than payments permitted under subsection (d}
above), Subordinate Lender agrees that such payment or other distribution will be
received and held in trust for Senior Lender and unless Senior Lender otherwise
notifies Subordinate Lender in writing, will be promptly remitted, in kind to Senior
Lender, properly endorsed to Senior Lender, to be applied to the principal of,
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interest on and other amounts due under the Senior Loan Documents in
accordance with the provisions of the Senior Loan Documents. By executing this
Agreement, Borrower specifically authorizes Subordinate Lender to endorse and
remit any such payments to Senior Lender, and specifically waives any and alt
rights to have such payments returned to Borrower or credited against the
Subordinate Loan. Borrower and Senior Lender acknowledge and agree that
payments received by Subordinate Lender, and remitted to Senior Lender under
this Section 5, shall not be applied or otherwise credited against the Subordinate
Loan, nor shall the tender of such payment to Senior Lender waive any
Subordinate Mortgage Default which may arise from the inability of Subordinate
Lender to retain such payment or apply such payment to the Subordinate Loan.

)] Agreement Not to Commence Bankruptcy Proceeding.
Suborcinzte Lender agrees that during the term of this Agreement it will not
commende. or join with any other creditor in commencing any Bankruptcy
Proceeding wiip-respect to Borrower, without Senior Lender's prior written consent.

6. Default Under Subordinate Loan Documents.

{a)  Notice of Dzrault and Cure Rights. Subordinate Lender shall
deliver to Senior Lender a dzfault notice within five Business Days in each case
where Subordinate Lender has given a default notice to Borrower. Failure of
Subordinate Lender to send a ders.it notice to Senior Lender shall not prevent the
exercise of Subordinate Lender's rights and remedies under the Subordinate Loan
Documents, subject to the provisions vfthiz Agreement. Senior Lender shall have
the opportunity, but not the obligation, to cure any Subordinate Mortgage Default
within 60 days following the date of such notice; provided, however that
Subordinate Lender shall be entitled, during suc'i ,0-day period, to continue to
pursue its rights and remedies under the Suborainate '=ean Documents, subject to
the limitations set forth in Section 6(b) below.

(b)  Subordinate Lender's Exercise of Remedics After Notice to
Senior Lender.

(1)  If a covenant Subordinate Mortgage Default occurs 2nd is
continuing, Subordinate Lender agrees that it will not, for a pericd.oi.one
hundred eighty (180) days after giving notice of such Subordinate onoage
Default to Senior Lender and HUD (the “Standstill Period”), commerce
foreclosure proceedings with respect to the Mortgaged Property under the
Subordinate Loan Documents or exercise any other rights or remedies it
may have under the Subordinate Loan Documents with respect to the
Mortgaged Property, inciuding, but not limited to accelerating the
Subordinate Loan, collecting rents, appointing (or seeking the appointment
of) a receiver or exercising any other rights or remedies thereunder without
Senior Lender's prior written consent. During the Standstill Period,
Subordinate Lender agrees to use best efforts to resolve the Subordinate
Mortgage Default, in an effort to avoid the pursuit of available remedies by
the Subordinate Lender. After the expiration of the Standstill Period andin
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the event Subordinate Lender forecloses on the Mortgaged Property, the
purchaser must comply with HUD's Previous Participation regulations and
processes, Transfer of Physical Asset requirements, and Program
Obligations before it can take title to the Mortgaged Property.

10

(2)  Subordinate Lender further agrees that if a monetary
Subordinate Mortgage Default occurs and is continuing, it will not commence
foreclosure proceedings with respect to the Mortgaged Property under the
Subordinate Loan Documents or exercise any other rights or remedies it
may have under the Subordinate Loan Documents with respect to the
Mortgaged Property, including, but not limited to accelerating the
Subordinate Loan, collecting rents, appointing (or seeking the appointment
of) a receiver or exercising any other rights or remedies thereunder without
Senior Lender's prior written consent. The preceding prohibition on
feracinsure for a monetary Subordinate Mortgage Default excludes the
acceieratinn of any part or all of the Subordinate Indebtedness resulting from
a covenant' Subordinate Mortgage Default.

(3)  'Motung in this subsection (b) shall (i) limit Subordinate
Lender's right to bririgan action seeking recovery solely from Non-Project
Sources or (i) precivds-Subordinate Lender from exercising or enforcing all
the rights available to Soburdinate Lender under the Subordinate Loan
Documents and/or under ai:plicable law to enforce covenants and
agreements of Borrower relating o income, rent or affordability restrictions.

7. Default Under Senior Loan Docuirents.,

(a) Notice of Default and Cure Rigk(s. Senior Lender shall deliver to
Subordinate Lender a default notice within five Businesz Days in each case where
Senior Lender has given a default notice to Borrower (provided that Senior Lender
shall have no liability to Borrower, Subordinate Lender or/ia'any other Entity for
failure to timely give such notice). Failure of Senior Lender {0 send a default notice
to Subordinate Lender shall not prevent the exercise of Senioi Lender's right and
remedies under the Senior Loan Documents, subject to the provisions-of this
Agreement. Borrower agrees that Subordinate Lender shall have the orpertunity,
but not the obligation, to cure either a Monetary Event of Default or a Covenant
Event of Default within 30 days following the date of such notice, or any time ‘prior
to an assignment of the Senior Security Instrument from Senior Lender to HUD,
whichever date is later. Subordinate Lender acknowledges that Senior Lender shall
be entitled during such period described above to continue to pursue its remedies
under the Senior Loan Documents. Subordinate Lender shall have the opportunity
to cure a Covenant Event of Default during such period described above so long as
there is no Monetary Event of Default under the Senior Loan Documents. Al
amounts paid by Subordinate Lender to Senior Lender to cure any defautt under
the Senior Loan Documents shall be deemed to have been advanced by
Subordinate Lender pursuant to, and shall be secured by the lien of, the
Subordinate Mortgage.
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(b)  Cross Default. Subordinate Lender certifies that the Subordinate
Loan Documents do not contain a cross default provision. Notwithstanding any
contrary provisicn contained in the Subordinate Loan Documents, a Senior Security
Instrument Default shall not constitute a default under the Subordinate Loan
Documents if no other default occurred under the Subordinate:Loan Documents.

8. Conflict.

Borrower, Senior Lender and Subordinate Lender each agrees that, in the event of
any conflict or inconsistency between the terms of the Senior Loan Documents, the
Subordinate Loan Documents and the terms of this Agreement, the terms of this
Agreemen? shall govern and control solely as to the following: (a) the relative priority ofthe
security interests of Senior Lender and Subordinate Lender in the Mortgaged Property,
and (b) solely(as hetween Senior Lender and Subordinate Lender, the notice
requirements, cure rights, and the other rights and obligations which Senior Lender and
Subordinate Lender izve agreed to as expressly provided in this Agreement. Borrower
acknowledges that theie/ms and provisions of this Agreement shall not, and shall not be
deemed to: extend Boirower's time to cure any Senior Security Instrument Default or
Subordinate Mortgage Defaul, &s the case may be; give Borrower the right to notice of
any Senior Security Instrument Dérault or Subordinate Mortgage Default, as the case may
be other than that, if any, provided, rezpectively under the Senior Loan Documents or the
Subordinate Loan Documents, as appticeble; or create any other right or benefit for
Borrower as against Senior Lender or Si:i-erdinate Lender.

9. Rights and Obligations of Sutordinate Lender under the Subordinate
Loan Documents and of Senior Lender undei r*ie Senior Loan Documents.

Subject to each of the other terms of this Agreerient, all of the following provisions
shall supersede any provisions of the Subordinate Loai Doci:ments covering the same
subject matter:

(a)  Protection of Security Interest. Subordinate L znder shall not,
without the prior written consent of Senior Lender in each instancs, take any action
which has the effect of increasing the indebtedness outstanding under,.or secured
by, the Subordinate Loan Documents, except that Subordinate Lencer shall have
the right to advance funds to cure Senior Security Instrument Defaults pirsuant to
Section 7(a) above and advance funds pursuant to the Subordinate Mortgzage for
the purpose of paying real estate taxes and insurance premiums, making
necessary repairs to the Mortgaged Property and curing other defaults by Borrower
under the Subordinate Loan Documents. '

(b) Condemnation or Casualty. In the event of. a taking or threatened
taking by condemnation or other exercise of eminent domain of aii or a portion of
the Mortgaged Property (collectively, a "Taking"); or the occurrence of a fire or other
casualty resulting in damage to all or a portion of the Mortgaged Property
(collectively, a "Casualty"), at any time or times when the Senior Security
Instrument remains a lien on the Mortgaged Property the following provisions shall

apply.
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(1)  Subordinate Lender hereby agrees that its rights (under the
Subordinate Loan Documents or otherwise) to participate in any proceeding
or action relating to a Taking and/or a Casualty, or to participate or join in
any settlement of, or to adjust, any claims resuiting from a Taking or a
Casualty shall be and remain subordinate in all respects to Senior Lender's
rights under the Senior Loan Documents with respect thereto, and
Subordinate Lender shall be bound by any settlement or adjustment of a
claim resulting from a Taking or a Casualty made by or with the written
consent of Senior Lender; and

12

(2)  all proceeds received or to be received on account of a Taking
or a Casualty, or both, shall be applied (to payment of the costs and
axpenses of repair and restoration and/or to payment of the Senior Security
(nstrument) in the manner determined by Senior Lender in its sole discretion
cons.stent with the Senior Loan Documents; provided, however, that if
Senior t2nder elects to apply such proceeds to payment of the principal of,
interest ¢n an